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Still uncertain 
times
Quarterly Updates at a glance

MACRO
• Trade war: Uncertainty has eased, but tariffs are likely to remain high.
• Growth: Economic growth has picked up in the US, while it is positive but weak in the eurozone. 

China remains reliant on external demand to support its economy.
• Inflation: Inflation is moving higher in the US, while it remains benign in the eurozone.
• Central banks: We see the Fed cutting only once more in 2025 and again in 2026, and the ECB 

remaining on hold in 2026, with a risk of a final 25bp rate cut in the next 3-6 months. 

STRATEGY
• Treasuries: The 10Y yield seems low and not reflective of inflation and political risks.
• Bunds: With no further rate cuts expected by the ECB and prospects of abundant bond supply, 

we expect the 10Y Bund yield to follow a moderately upward trajectory in the coming quarters.
• BTPs: We expect BTPs to continue to benefit from the hunt for carry and prefer BTPs to OATs.
• Credit: We remain constructive on credit, with carry remaining a key source of return. 
• Equities: US and European earnings are projected to rebound in 2026, and the US is expected 

to exhibit a more-dynamic recovery trajectory. 
• FX: We still see a weaker USD, with EUR-USD slightly above 1.20 over the medium term

CEE
• Growth: The negative drag from exports is expected to fade, but downside risks will dominate. 
• Local drivers: Political and fiscal risks will be in focus.
• Central banks: We only see room for a series of rate cuts in Poland and Serbia.

COMMODITIES
• Oil: We expect Brent to soften further and end the year at around USD 65/bbl.
• Gas: Rising supply should keep TTF prices under pressure at around EUR 33MWh. 
• Gold: We remain constructive and expect a year-end price of around USD 3,700-3,800/oz.
• Industrial metals: Tight supply and tariffs are creating volatile pricing trends.
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Executive Summaries

Macro
A little brighter

GLOBAL: The global economy has proved resilient to the tariff shock and recent indicators suggest global economic activity 
may have picked up slightly. However, the longer-term fallout of US protectionism remains unclear. 

US: We see growth rising modestly in 2H25 compared to 1H25, due to looser financial conditions, an easing of trade policy 
uncertainty, and supportive fiscal policy. In our base case, the Fed cuts only once more this year and once in 2026, as inflation 
moves higher. A politicized Fed would push the US towards faster rate cuts, higher inflation and inflation expectations.

EUROZONE: Exports to the US are coming under pressure, but domestic drivers of growth are keeping the economy on a path 
of moderate expansion. Fiscal support will only kick in next year. Inflation has converged to the ECB’s 2% goal and will likely 
stabilize at around this level for the foreseeable future. We see the deposit rate remaining at 2% through to the end of 2026.   

GERMANY: We continue to expect near-stagnation in 2H25 to be followed by a moderate recovery in 2026 (+1.3%), 
driven by the fiscal bazooka. 

ITALY: While a recessionary scenario seems to have been averted, we expect GDP growth to slow as a result of drag 
from lower exports to the US, with the latter showing very high volatility. Still, resilient domestic demand might provide 
a helping hand.

CHINA: We stick to our cautious growth forecast amid weak price pressure and moderate stimulus from fiscal and 
monetary policy. 
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Strategy
Steeper curves, constructive equity view and bearish USD

RATES: We see higher long-dated bond yields and steeper curves, especially in the US, where markets are pricing in too 
optimistic a trajectory for the fed funds rate and are overlooking fiscal and inflationary risks. Government bonds are 
less correlated than in the past, hinting at divergence in monetary and economic prospects. EGB spreads to Bunds 
have tightened.

CREDIT: European corporate credit has delivered solid performance this year. While carry remains appealing in a 
historical context, we expect credit spreads to move sideways to slightly wider. In terms of sectors, we are keeping an 
overweight recommendation on telecoms, basic resources and oil & gas, and an underweight recommendation on 
automobiles & parts and chemicals.

EQUITIES: While both US and European earnings are projected to rebound in 2026, the US is expected to exhibit a 
more dynamic recovery trajectory. We hold a constructive view on both markets over the next 12 months, though we 
are more cautious than consensus regarding earnings growth. Momentum has returned to Emerging Markets and Asia 
Pacific equities.

FX: We remain bearish the USD on prospects of more Fed easing. However, our expectation of only 50bp in additional 
rate cuts in the US by June 2026 will limit the upside potential for EUR-USD much above 1.20 and the downside 
potential for USD-JPY much below 140. Sterling will be penalized by UK debt concerns and more BoE easing. Risks of a 
massive devaluation of the CNY have faded.
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CEE
Downside risks still dominate the outlook

GROWTH OUTLOOK: Slight improvements but downside risks prevail.
● Net exports a less negative drag on GDP growth as industrial exports show first signs of stabilisation.
● Consumption remains key driver of growth, with downside risks related to labour market loosening.

POLITICAL AND FISCAL RISKS:  Still on the radar but risks remain contained.
● Romania has made progress towards stability by adopting fiscal measures, but implementation risks remain.
● A populist shift in Czechia may lead to a looser fiscal stance and more confrontations with the EU.
● Elections in Hungary in 2026 may support further risk-premium compression but also flag risks of fiscal populism.
● The Polish government may avoid major fiscal steps before elections in 2027, keeping the debt ratio on a steep rise. 

INFLATION AND INTEREST RATE OUTLOOK: Central banks stick to sustained cautious monetary-policy stance.
● Poland and Serbia have room for a series of rate cuts as regulatory steps keep inflation contained.
● Tax hikes should boost inflation temporarily in Romania and Slovakia, eliminating room for NBR rate cuts before late-2026.
● In Hungary, rising labour costs and the elimination of regulatory price caps leave no room for NBH to cut rates in 2026.
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Commodities
Rising supply to lead to mostly muted price trends

OIL AND NATURAL GAS : Rising supply has increasingly shaped pricing dynamics for both oil and natural gas. Market reactions 
to geopolitical events have been muted or short-lived. Against this backdrop, we expect Brent to soften to around USD 60/bbl by 
end-2026. We expect the TTF price in 2026 to move within the EUR 30-35/MWh trading range.

PRECIOUS METALS: Gold (+40% YTD) and silver (+50% YTD) have surged on similar drivers, such as rate-cut expectations, a 
weaker USD and strong central bank demand. Rising geopolitical risks and uncertainty surrounding the Fed’s independence have 
supported safe-haven flows. We see gold trading in a year-end range of USD 3,600-3,800/oz and silver at USD 45-50/oz. 

INDUSTRIAL METALS: While momentum may ease towards end-2025, improving global growth, looser Fed policy, and targeted 
stimulus should support demand into 2026. 
● Steel remains volatile due to unresolved tariffs and weak Chinese construction, though the outlook should improve in 2026.
● Copper corrected after tariff revisions but is supported by tight supply and Chinese stimulus, with year-end prices seen at 

USD 9,800-10,000/t. 
● Aluminium eased to USD 2,600/t but remains supported by falling inventories, rising US imports, and capped Chinese output.

BATTERY METALS: In contrast to the tight supply seen with industrial metals, cobalt, nickel and lithium continue to show ample 
supply that is offsetting significant demand growth, especially in China. In light of the current oversupplied markets, we expect 
prices to remain near current levels, except for cobalt, the price of which should drop following the end of the DRC’s export ban. 
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Macro Update
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Macro Update

Global
Easing trade policy uncertainty

US TARIFFS HAVE REMAINED HIGH, BUT UNCERTAINTY HAS FALLEN
US EFFECTIVE TARIFF AND TRADE POLICY UNCERTAINTY

Source: The Budget Lab, US Census Bureau, US Department of the Treasury, Economic Policy Uncertainty, The Investment Institute by UniCredit

● While average US tariffs remain high, 
measures of both US and global trade 
policy uncertainty have eased as trade 
deals have been announced. This 
should support hiring and investment.

● A US federal appeals court ruled tariffs 
enacted using the International 
Economic Powers Act (IEEPA) unlawful. 
They account for about 70% of the 
higher tariffs. The Supreme Court will 
take up the case on 5 November. 

● If the Supreme Court rules out IEEPA 
tariffs, it will complicate efforts to 
impose tariffs, but the US 
administration has other means to 
impose tariffs (sections 122, 301, 338, 
232 and 201). Section 122 allows a 
15% tariff to be applied for up to 150 
days. We expect the bulk of tariffs to 
remain.
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Macro Update

Global
Attacks on Fed independence

RISING RISK OF A DOVISH SHIFT IN THE FED’S REACTION FUNCTION
FOMC MEDIAN PROJECTION, CUMULATIVE 2025-27 CHANGE FROM JUNE TO SEPTEMBER, PP.

Source: Fed, The Investment Institute by UniCredit

● The Fed faces intense political 
pressure from the Trump 
administration to cut rates.

● At the Fed’s September meeting, 
the “dot plot” shifted down by 25bp, 
which is at odds with Fed forecasts of 
higher growth and inflation. 

● It raises the risk that the Fed’s reaction 
function is shifting, putting less 
emphasis on the inflation goal.

● Our base case remains only one rate 
cut in December and one in mid-2026. 
But the risk of a politicised Fed cutting 
rates faster than warranted has risen, 
which would raise inflation and 
inflation expectations.
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Macro Update

US
Economic activity is picking up

A MODEST SLOWDOWN IN 1H25
GDP GROWTH (% QOQ ANNUALISED)

Source: BEA, The Investment Institute by UniCredit

● Recent upward revisions to 2Q25 GDP 
growth, to 3.8% annualised, and 
strong personal consumption in July 
and August has led us to raise slightly 
our forecast of GDP growth to 2.0% for 
this year and 2.1% for 2026.

● Reduced policy uncertainty, looser 
financial conditions (which operate 
with a lag), and fiscal support are the 
main drivers, offsetting the drag from 
lower immigration and higher prices.
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Macro Update

US
Unemployment rate unlikely to rise by much

THE UNEMPLOYMENT RATE HAS MOVED LITTLE DESPITE LOWER PAYROLL GAINS
PAYROLL GAINS AND THE UNEMPLOYMENT RATE

Source: BLS, The Investment Institute by UniCredit

● We think recent weakness in payroll 
gains was a temporary blip. Leading 
indicators of unemployment, such as 
WARN notices, Challenger job cuts, 
and initial jobless claims are not 
flashing red. Small businesses’ hiring 
intentions have picked up modestly.

● Meanwhile, the breakeven level of 
payroll gains needed to absorb 
population growth has fallen 
materially due to lower immigration 
and the ongoing retirement of baby 
boomers.

● The unemployment rate may move up 
in the coming months, but not by 
much, which should limit Fed cuts.
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Macro Update

US
Inflation elevated and likely to move higher

STICKY CORE SERVICES INFLATION AND RISING CORE GOODS INFLATION
US CORE PCE PRICE INDEX CATEGORIES, % YOY

Source: BEA, The Investment Institute by UniCredit

● The Fed’s preferred measure of 
inflation, the core PCE price index, is 
around 3% annualised at the 3-month 
and 12-month horizons.

● Inflation is likely to move higher as 
tariffs are passed through. US import 
prices (measured before tariffs) have 
barely moved, meaning US importers 
are paying the tariff in full. We expect 
roughly two-thirds of tariffs to be 
passed on to consumers over time. 
The current level of tariffs is too large 
for firms to absorb.

● Measures of inflation expectations 
have moved higher, showing signs of 
brittleness after four years of well-
above target inflation and, possibly, 
recent attacks on Fed independence.



The Investment Institute by UniCredit    |    Quarterly Updates (02 October 2025)    |    14

MACRO > STRATEGY > CEE > COMMODITY >SUMMARIES > FORECAST >

Macro Update

Eurozone
Resilient to the tariff shock

EVEN EXCLUDING IRELAND, GROWTH WAS LESS WEAK THAN FEARED
GDP GROWTH (QOQ %)

Source: Eurostat, Investment Institute by Unicredit

● Strong frontloading of exports to the US 
and booming activity in Ireland fueled 
volatility in eurozone output in 1H25. 
On balance, growth proved more 
resilient than expected. We think that 
the bulk of the tariff-related drag on 
activity will materialise in 2H25. In 
yearly terms, we forecast GDP to expand 
by 1.2% this year and by 0.9% in 2026.   

● Domestic demand has been supportive 
overall, thanks to the improving 
purchasing power of households, looser 
monetary policy and an acceleration of 
the impulse of NGEU investment. In 
2026, higher defense and infrastructure 
spending in Germany will start lifting 
activity, albeit gradually.

● Downside risks mainly originate from 
weakening employment growth and low 
consumer confidence.    
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Macro Update

Eurozone
Inflation outlook in check, ECB in a “good place”

WAGE GROWTH ON A SLOWING TREND
YOY %

Source: ECB, Investment Institute by Unicredit

● Headline inflation is likely to hover at 
around 2% for the foreseeable future. 
A cooling down of the labour market 
will likely support a further slowdown in 
wage growth over the coming quarters, 
as also indicated by the ECB tracker. 

● Easing wage pressure will play an 
important role in driving the final leg of  
core-price disinflation towards levels 
that are fully consistent with the ECB’s 
price goal over the medium term. We 
see core inflation declining below 2% as 
soon as next spring.

● The ECB has signalled that monetary 
policy is in a good place, setting a high 
bar for further easing. We expect the 
deposit rate to remain at 2% 
throughout 2026. Risks for the next 
three to six months remain tilted 
towards a final 25bp rate cut.
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Macro Update

Germany
Moderate recovery signals still intact

NO MAJOR BLOW FROM HIGHER US TARIFFS
IFO BUSINESS EXPECTATIONS BY SECTOR (DIFFUSION INDEX)

Source: Ifo, Investment Institute by UniCredit

● We continue to expect a stagnating 
economy in 2025 (real GDP: +0.1%) and 
a slight recovery in 2026 (+1.3%).  

● Despite higher US tariffs, business 
expectations in the export-dependent 
industrial sector have remained largely 
unchanged. Companies in the housing 
and commercial real estate sectors have 
become more constructive in recent 
months. 

● We expect the government’s investment 
booster, which foresees tax incentives for 
companies investing in machinery and 
purchasing electric vehicles, to support 
economic activity in the next few months. 

● New laws (“turbos”) will speed up the 
implementation of higher defence and 
infrastructure spending (fiscal bazooka) 
and contribute to accelerating growth in 
the course of 2026.   
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Macro Update

France
Political instability clouds fiscal outlook

DEFICIT-DRIVEN DEBT ACCUMULATION
CHANGES IN PUBLIC DEBT RATIO SINCE 1999 (PP OF GDP, CUMULATIVE)

Source: AMECO, The Investment Institute by UniCredit

● New prime minister Sébastien Lecornu 
faces the formidable challenge of building 
consensus on the 2026 budget, which 
must include sufficiently robust fiscal 
consolidation to meet new rules from 
Brussels and ease investor concern. 

● Negotiations with political parties are 
seeking, at a minimum, to secure the 
Socialist party’s abstention from a possible 
censure vote, without eroding support 
from centre-right Republicans.

● If a political agreement were reached, it 
would most likely be at the expense of 
fiscal consolidation, using all available 
room of manoeuvre to reduce the size of 
the adjustment. This would translate into 
a public deficit of close to 5.0% in 2026  
(compared to a target of 4.6%). A fiscal 
adjustment that included an increase in 
wealth taxes would limit the overall 
impact on GDP growth, which we forecast 
at 0.9% (after 0.7% in 2025).
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Macro Update

Italy
GDP growth to be hampered by export vulnerability

EXPORT DYNAMICS STILL SHOW VERY HIGH VOLATILITY
EXPORTS OF GOODS BY DESTINATION (VALUE, YOY % GROWTH)

Source: Istat, The Investment Institute by UniCredit

● Real GDP slightly contracted in 2Q25, as 
a correction in exports dragged down 
economic activity. Export volatility 
persisted at the beginning of 3Q25, as 
frontloading effects prevailed before an 
EU-US trade deal was reached. A correction 
is likely to have materialised in August.

● While the main features of the EU-US 
trade deal might help Italy avert a 
recession, GDP growth is likely to slow in 
2H25 as weakness in exports intensifies.

● Still, domestic demand remains in the 
driver’s seat. Business and consumer 
confidence have been gradually moving 
upwards; industrial production has finally 
stabilised; construction output has kept 
expanding (as NRRP spending 
accelerated).

● We expect GDP to grow by 0.5% in 2025 
and by 0.8% in 2026, with downside risks 
for next year.
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Macro Update

Austria
High inflation restrains activity

INFLATION ROSE TO AN AVERAGE OF 3.4% FROM JANUARY TO AUGUST 2025
CONTRIBUTION OF EACH  PRODUCT GROUP TO INFLATION IN PERCENTAGE POINTS

Source: Statistik Austria, The Investment Institute by UniCredit

● Inflation rose to 4.1% in August, about 
twice as high as in the euro area. This 
was due to the high dynamics of 
service prices, especially in the 
restaurant and hotel industry, as well 
as energy prices due to a base effect 
after support for electricity prices 
ended.

● Due to the strong increase to date and 
only a moderate decline expected in 
the coming months, burdened by fee 
increases, we have adjusted our 
inflation forecast for 2025 to 3.5%. 

● High inflation is likely to take 
some momentum out of private 
consumption and slow down the 
recovery. Nevertheless, we  expect 
GDP to grow slightly by 0.3% in 2025.
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Macro Update

UK
BoE likely to cut rates faster than markets expect

THE UK LABOUR MARKET IS DETERIORATING
MEASURES OF LABOUR MARKET TIGHTNESS

Source: ONS, The Investment Institute by UniCredit

● The UK labour market is deteriorating 
and is likely to continue to do so. 
Inflation is set to peak at 4.0% in 
September, driven by regulated price 
rises, before falling meaningfully next 
year. 

● The chancellor’s Autumn Budget on 26 
November is likely to see a tightening 
of fiscal policy to keep to the 
government’s fiscal rules.

● We expect the BoE cut the bank rate 
by 25bp to 3.75% in November, and 
to 2.75% by end-2026, more and 
faster cuts than markets expect.
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Macro Update

China
Growth still under pressure

HOUSEHOLDS CONTINUE TO PREFER SAVING OVER SPENDING 
BANK DEPOSITS OF HOUSEHOLDS, IN % OF GDP 

Source: Bloomberg, Macrobond, Investment Institute by UniCredit 

● We stick to our cautious growth 
outlook (2025: +4.8%; 2026: +4.1% 
vs. +5.0% in 2024). 

● The correction in the real estate 
market and cautious consumers 
remain the main drags on growth. 

● Targeted fiscal measures will likely fall 
short of what is needed to fuel 
dissaving by households.

● Weak price pressure (PPI, CPI) is likely 
to continue. We anticipate further 
PBoC easing through rate cuts, 
liquidity tools and credit provision.

● While the US-China trade truce was 
extended until 10 November, Chinese 
exports to the US have continued to 
decline (August: -33% yoy). 
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Rates
10Y UST yields: moving up 

WE EXPECT THE UST CURVE TO BEAR-STEEPEN
YIELD (%)

Source: Bloomberg, The Investment Institute by UniCredit

● We expect the Fed to cut rates to 4% 
by end 2025 and to 3.75% in 2026. 
This is much less than markets are 
currently pricing in.

● We see  the 10Y UST yield rising 
towards 4.50%, reflecting less-
pronounced easing than markets are 
expecting, as well as a premium 
related to a possible loss of Fed 
independence and ongoing supply 
from the Treasury.  

● We think the 2/10Y spread will 
steepen, more due to weakness of the 
long end than to strength of the short 
end.
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Rates
UST yields reflect little concern for inflation or fiscal risk

REAL YIELDS AND TERM PREMIUM HAVE DECLINED SINCE MID-JULY
REAL TIPS 10-YEAR YIELD AND TERM PREMIUM (%)

Source: Bloomberg, The Investment Institute by UniCredit

● Since July 2025, the 10Y UST yield has 
fallen by some 40bp.

● The decline has been driven by a 
reduction in the real yield, which has 
declined by around 35bp.

● Breakeven inflation has also fallen, 
albeit more moderately. 

● Increasing pressure on the Fed to 
lower rates has not been seen by 
investors as a potential threat to 
inflation in the long run.

● Similarly, measures of risk premium 
have eased. In our view, investors are 
underestimating potential fiscal risks.  
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Rates
Foreign investor demand: so far, so good

FOREIGN INVESTORS HAVE REMAINED BUYERS OF US ASSETS SINCE APRIL
NET PURCHASES OF US ASSETS BY FOREIGN INVESTORS, PRIVATE AND OFFICIALS (USD BN)

Source: US Treasury, The Investment Institute by UniCredit

● Net purchases of US assets by foreign 
investors have remained healthy since 
April. 

● At USD 262bn between May and July, 
net purchases of equities have been 
strong. 

● Net purchases of USTs have been USD 
200bn. Demand has come mainly 
from private investors 
(USD 166bn), with officials slowing 
down their buying (USD 34bn)

● In terms of the country breakdown, 
demand for USTs has been particularly 
strong from the UK (USD 80bn) and 
France (USD 40bn), while investors in 
the Cayman Islands have mostly been 
sellers (USD 20bn).
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Rates
Bunds: bear-steepening in sight

WE EXPECT BUND YIELDS TO RISE, ESPECIALLY AT LONGER TENORS
BUND YIELDS (%, LS) AND THE 2/10Y BUND SPREAD (BP, RS)

Source: Bloomberg, Investment Institute by UniCredit

● In September, the ECB kept the depo 
rate unchanged at 2%, in line with the 
neutral rate. With inflation hovering 
around 2% and the EU and the US 
succeeding in reaching a trade deal, 
the central bank sees its monetary-
policy stance as being in a good place.

● This is likely to prevent EGB yields 
from declining from current levels. We 
expect the 2Y Bund yield to remain 
above 2% going forward. Heavier 
issuance activity and prospects of an 
improving economic outlook will likely 
push the 10Y Bund yield towards 3% 
by the end of next year. The curve is 
therefore set to steepen further in the 
coming months.
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Rates
Bund correlation with other govies has declined

BUNDS HAVE UNDERPERFORMED USTS AND GILTS, AND HAVE OUTPERFORMED JGBS
YIELD SPREADS WITH BUNDS (LS, BP) AND CORRELATION (RS)

Source: Bloomberg, Investment Institute by UniCredit
Note: yield spreads are computed as of 31 December 2024 and 24 September 2025; 2024 correlation refers to daily yield changes in 2024, “current” is 
the correlation over the past six months.

● The 10Y transatlantic spread has 
tightened to below 150bp as USTs 
have rallied on expectations of Fed 
easing, while Bunds have come under 
pressure due to prospects of heavier 
bond supply.

● On the other hand, Bunds have 
outperformed Japanese govies, which 
have been affected by political 
uncertainty.

● Compared to the past, idiosyncratic 
factors seem to be playing more of a 
role, leading to an overall decline in 
the correlation between Bunds and 
other govies. This is positive from an 
asset-allocation perspective as less 
correlated assets foster portfolio 
diversification.
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Rates
EGB spreads to Bunds are tighter, despite French politics

BUNDS HAVE, ON AVERAGE, UNDERPERFORMED OTHER EGBS OVER THE PAST FEW MONTHS
MAXIMUM AND MINIMUM 10Y EGB SPREAD TO BUNDS (LS, BP) AND DISPERSION (RS, BP)

Source: Bloomberg, Investment Institute by UniCredit
Note: Weekly data. Greek government bonds are excluded. Dispersion is calculated as the standard deviation of weekly changes in EGB yields.

● While the political situation in France 
remains tense, with the newly 
appointed prime minister likely to face 
challenges before the budget 
approval, EGB spreads to Bunds are 
generally tighter than they were at the 
beginning of the year. 

● Appetite for carry and an improving 
economic and fiscal outlook have 
boosted demand for peripheral EGBs, 
which have outperformed German 
paper. BTPs stand out in this respect, 
supported by a stable political 
situation in Italy.

● We expect peripheral EGB spreads to 
Bunds to trade sideways, while we see 
risks of a fresh sell-off of French govies 
due to political uncertainty.
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Rates
Reduction of excess liquidity is progressing smoothly

EXCESS LIQUIDITY IS STILL SUFFICIENT TO KEEP OVERNIGHT LOWER THAN DEPO 
EXCESS LIQUIDITY (EUR BN) AND SPREAD BETWEEN THE OVERNIGHT AND THE DEPO RATE (BP)

Source: ECB, Bloomberg, Investment Institute by UniCredit

● Excess liquidity has dropped 
from a peak of almost EUR 5tn 
to EUR 2.6tn currently.

● This level still reflects very abundant 
liquidity, as reflected in the well-
behaved path of short-term rates in 
the euro area.

● The very low take-up at the ECB’s 
refinancing operations is another 
signal in this direction.

● Redemptions in the ECB’s 
asset portfolio will amount to EUR 
600bn until end-2026. If autonomous 
factors remain stable, excess liquidity 
will drop to around EUR 2tn. 

● At this level, €str may start to trade 
more in line with the depo.
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Credit
Carry remains a key source of return

EUROPEAN CORPORATE CREDIT YIELD STILL OFFERS APPEALING CARRY HISTORICALLY
SELECTED IBOXX YTW VS. MAX, MIN AND AVERAGE VALUE

Source: S&P Global, The Investment Institute by UniCredit

● European corporate credit has delivered 
solid performance this year, with 
returns ranging between 2% and 
4% YTD. 

● We still regard carry in European credit 
as appealing from a historical 
perspective, with yields still above their 
historical lows. However, we think that 
the good news – e.g. stabilised credit 
metrics, moderate new-bond supply 
outlook – is broadly priced in. 

● Bank credit shows the same pattern. 
Spreads are at or close to all-time lows 
and the hunt for yield is the name of 
the game.

● We see corporate credit risk premiums 
moving sideways to slightly wider in 4Q 
(see forecasts in our risky assets table). 
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Credit
Most of the good news is priced in

RELATIVE VALUATIONS IN EUROPEAN CREDIT ARE STRETCHED
IBOXX IG NFI VS. SOVEREIGNS AND IBOXX HY NFI VS. IG NFI, BP

Source: S&P Global, Bloomberg, The Investment Institute by UniCredit 

● Corporate-credit valuations look 
stretched historically, despite offering 
appealing carry. Investment-grade and 
high-yield non-financial credit are 
trading at tight levels relative to 
government debt and investment-
grade credit, respectively (see chart).

● There are several reasons for a more-
prudent stance on corporate credit, 
notably the limited scope for a further 
reduction in funding costs, persistently 
low economic growth in the eurozone, 
while the impact of US tariffs on credit 
metrics remains to be seen.

● In terms of sectors, we continue to 
have an overweight recommendation 
on telecoms, basic resources and oil & 
gas, and an underweight 
recommendation on automobiles & 
parts and chemicals.
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Credit
Banks’ strong performance supports all-time lows in credit spreads

IMPROVED FUNDAMENTALS OF EUROPEAN BANKS

Source: European Banking Authority, The Investment Institute by UniCredit 

● Credit spreads of European banks have 
recovered from their widening in April. 
Bank senior credit spreads have 
tightened by 43bp since peaking on 9 
April.

● Improved profitability, increasing 
focus on fee-generating business and 
high capitalisation are supporting 
bank credit.

● In their 2Q25 earnings presentations, 
banks delivered a constructive 
message on profitability and on the 
asset-quality outlook.

● Uncertainty surrounding USD-
denominated assets leads to portfolio 
rebalancing, which is supporting EUR-
denominated credit.
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Credit
AT1 bonds at record low spread, but yield remains attractive

THE HUNT FOR YIELD BENEFITS HIGH-BETA NAMES (ONLY EUR-DENOMINATED AT1S)
YIELD IN %, Z-SPREAD IN BP

Source: European Banking Authority, The Investment Institute by UniCredit 

● Bank AT1 bonds are deeply 
subordinated bonds that are meant to 
be loss-absorbing instruments. 
Coupon payments are discretionary, 
and these bonds convert into equity if 
the capital levels of a bank drop below 
a certain threshold. 

● Spreads of bank AT1s are at an all-
time low, while the yield-to-worst of 
4.9% is still attractive as it offers the 
highest yield among the various 
segments of EUR-denominated bank 
and corporate bonds, whereas banks 
are showing improving credit 
fundamentals.

● As the hunt for yield may continue in 
the next few months, we expect 
sideways-to-slightly-widening spreads 
until end-2025. 
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FX
EUR: up to 1.20 and beyond 

EUR-USD: BULLISH TREND REMAINS INTACT 
EUR-USD AND 3M RISK-REVERSAL RATE 

Source: Bloomberg,  The Investment Institute by UniCredit 

● A steady ECB on rates and more rate cuts 
by the Fed reinforce our call for a firmer 
EUR-USD ahead, as also reflected by the 
risk-reversal rate, which is still positive.

● However, we expect less easing by the 
Fed than market consensus. This is 
unlikely to spark a trend reversal, as 
uncertainty continues to surround 
Trump’s policies. But another EUR-USD 
rally with the same intensity as this year 
(nearly +13%) would probably be quite 
challenging. 

● We still forecast EUR-USD at 1.20 by 
4Q25 and at 1.23 by 4Q26. 

● Many ECB members expressed concerns 
about an exchange rate above 1.20, but 
risks for EUR-USD are still to the upside 
and buying-on-dips strategies remain 
favored, also given the prospects of a 
more-political Fed, mainly next year. 
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FX 
JPY: slower recovery due to political uncertainty at home 

SENTIMENT TOWARDS USD-JPY HAS IMPROVED BUT REMAINS BEARISH 
USD-JPY AND 3M RISK REVERSAL RATE

Source: Bloomberg, The Investment Institute by UniCredit

● Sentiment towards USD-JPY is still 
bearish, as reflected in the negative 
risk-reversal rate. More Fed easing and 
BoJ tightening will likely drive USD-JPY 
down over time.

● We expect the BoJ to deliver another 
25bp rate hike, to 0.75%, likely in 
October, and another one in 1Q26, to 
1.00%, the estimated lower bound of 
the neutral rate for Japan.

● However, political uncertainty might 
delay the BoJ’s rate hike and slow the 
fall of USD-JPY. The risk of early 
elections persists if the new LDP 
leader and new prime minister does 
not manage to form a minority 
government. 

● We target USD-JPY just below 145 and 
at 140 by 4Q25 and 4Q26, 
respectively. EUR-JPY is likely to slide 
towards the 170 area.
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FX 
GBP: budget concerns and BoE easing to weigh on sterling

UK BORROWING CONCERNS AND MORE BOE EASING TO WEIGH ON STERLING
UK 30Y GILT YIELD AND THE BOE’S STERLING TRADE-WEIGHTED INDEX (TWI)

Source: Bloomberg, The Investment Institute by UniCredit 

● We remain bearish on sterling, but the 
weaker USD will likely offer GBP-USD 
support around 1.30. The GBP will 
probably fall heavier against the EUR. 
EUR-GBP will likely climb above 0.90.

● Market concerns over the UK’s 
borrowing needs are set to weigh on 
sterling, and higher gilt yields will not 
help the currency either. The UK 
Autumn Budget (to be unveiled on 26 
November) has become the key date 
for investors. 

● In addition, we are still penciling in 
more BoE easing than markets expect. 
This would be evident mainly in 2026, 
when we expect the base rate to drop 
to 2.75%, roughly 100bp below what 
forwards are currently pricing in.
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FX 
CNY: a firmer yuan but no excessive strength 

THE PBOC IS ALLOWING A FIRMER CNY VS. THE USD AT ITS DAILY FIXED OPERATIONS
USD-CNY AND THE FIXING DAILY MIDPOINT RATE

Source: Bloomberg, The Investment Institute by UniCredit

● Market concerns that Beijing might 
deliberately devaluate its currency to 
compensate for the impact of US 
tariffs on exports have faded. 

● In August, the PBoC even allowed a 
stronger CNY rate against the USD at 
its daily fixing operations, also to ease 
trade tensions with the US ahead of 
the new 10 November deadline on 
tariffs. 

● However, this does not mean that 
Beijing is ready to sustain a strong rise 
of the yuan. Domestic demand in 
China has not strengthened enough to 
offset external demand as the main 
engine of growth. 

● We expect USD-CNY to slide further 
but probably not much below 7.10. 
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FX
CEE currencies: HUF and CZK outperformance may halt

CEE CURRENCIES RELATIVE PERFORMANCE VS. THE EUR
INDEX, END-2023=100

Source: Bloomberg, The Investment Institute by UniCredit
Note: The chart was last updated on 25 September 2025.

● A weakening USD trend may continue to 
support CEE currencies, barring any 
negative regional geopolitical shocks.

● EUR-PLN: The continuation of NBP rate 
cuts and increased focus on 
fiscal/political risks may challenge PLN 
stability. 

● EUR-CZK: The likely election victory of 
the ANO party in October with its 
populist fiscal agenda may halt CZK 
appreciation.

● EUR-HUF: The HUF carry, and increased 
odds of the pro-EU opposition winning 
the 2026 elections  are supporting the 
HUF, but optimism may fade if fiscal 
populism strengthens. 

● EUR-RON: The approved fiscal package 
will allow the NBR to stick to gradual 
RON depreciation.
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Equity
Market pricing reflects ongoing optimism towards US stocks

DISCOUNT FOR EUROPEAN VS. US EQUITIES AT MULTI-DECADE HIGHS
12M FWD P/E RATIO

Source: Bloomberg, The Investment Institute by UniCredit
Note: The STOXX Europe 600 Europe is denominated in EUR, the S&P 500 in USD. S&P 500 Equal Weighted includes the same constituents as the 
capitalisation-weighted S&P 500, but each company is allocated a fixed weight.

● While US equity markets reached a 
new all-time high in September, the 
S&P 500 is trading at a significant 
premium to both its equal-weighted 
version and European equities (STOXX 
Europe 600), reflecting the dominance 
of high-growth US tech stocks.

● Valuations of these stocks looks 
stretched, but the five largest S&P 500 
stocks are still trading notably below 
the 2021 peak of 40 and remain well 
below peaks reached during the tech 
bubble, when P/E ratios exceeded 50.

● The valuation gap between Europe 
and the US is largely structural, but 
the discount is now at multi-decade 
highs, suggesting there is potential for 
mean reversion if European growth 
surprises to the upside.
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Equity
US EPS expectations outpacing those of Europe

PROJECTED EPS GROWTH 2025-26: US VS. EUROPE
1 JANUARY 2025 = 100

Source: Bloomberg, The Investment Institute by UniCredit 
Note: The STOXX Europe 600 is denominated in EUR, the S&P 500 in USD.

● Following Trump’s “Liberation Day” 
announcements, which triggered a 
sharp downgrade in earnings 
expectations, US corporate earnings 
have demonstrated greater resilience.

● Underpinned by robust fundamentals 
and a higher concentration in structural 
growth sectors, US corporates appear 
fundamentally stronger, also due to AI-
driven optimism, which continues to 
catalyse investment, innovation and 
productivity gains.

● While both US and European earnings 
are projected to rebound in 2026, the 
US is expected to exhibit a more 
dynamic recovery trajectory. We hold a 
constructive view on both markets over 
the next 12 months, though we remain 
somewhat more cautious than 
consensus regarding earnings growth.
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Equity
Banks lead European equity rebound in 2025

STELLAR PERFORMANCE YTD BUT STILL-LOWER BANK VALUATIONS
1 JANUARY 2025 = 100 (PRICE CHANGE, LS)

Source: Bloomberg, The Investment Institute by UniCredit

● Driven by strong earnings and capital 
returns, the STOXX Europe 600 Banks 
index has surged by almost 50% YTD, 
outperforming the broader STOXX 
Europe 600.

● Despite this rally, European banks 
remain attractively valued, trading at a 
P/E ratio of around 9x, compared to 14x 
for the broader market, and offering 
attractive dividend yields.

● Falling ECB rates have not materially 
impaired bank profitability, as banks 
have leveraged low deposit betas, 
diversified income streams and 
maintained cost discipline. 

● Banks appear well-positioned to 
maintain earnings momentum, with 
Europe showing catch-up potential, 
though recent indicators (e.g. Ifo Index, 
PMIs) suggest a mixed rather than 
clearly improving outlook.
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Equity
Momentum returns in EM and Asia Pacific, but risks linger

EM AND ASIA-PACIFIC EQUITIES GAIN GROUND IN 2025
PERFORMANCE (IN %)

Source: MSCI, Bloomberg, The Investment Institute by UniCredit 
Note: Data are current as of 19 September. The MSCI Europe is denominated in EUR. All other indices are shown in USD.

● Emerging-market (EM) equities have 
staged a strong comeback in 2025, 
with the MSCI EM Index up nearly 25% 
and outperforming global peers by a 
wide margin.

● Asia-Pacific stock markets have almost 
matched this momentum, buoyed by 
resilient economic fundamentals in 
key countries.

● The rally has been underpinned by a 
weaker USD, attractive valuations and 
upward revisions to earnings, while 
inflation remains largely contained 
across Asia.

● Despite the positive backdrop, 
disparity within EM remains wide, and 
various risks persist, including in the 
Chinese property market, making 
selectivity essential.
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Growth outlook
External demand: first signs of green shoots in manufacturing

MANUFACTURING OUTPUT SHOWING SIGNS OF RESILIENCE
PERCENTAGE CHANGE IN MANUFACTURING VOLUME (AVG. FOR THE YEAR VS. PREVIOUS YEAR)
SEASONALLY AND CALENDAR ADJUSTED DATA

Source: Eurostat, The Investment Institute by UniCredit

● Stable/improving leading indicators 
suggest manufacturing has likely 
bottomed out. Sectorial US-tariff 
related risks still linger. 

● Manufacturing output expanded in 
Poland, Czechia, Croatia and Serbia 
and stabilised in Romania and 
Slovakia. Battery production is 
weighing on manufacturing in 
Hungary, but new capacity should 
support a positive turn in 2026.

● Positive impact of German fiscal 
stimulus only expected in 2026, 
except for the defence industry.

● Fading US import-tariff-related 
uncertainty may support FDI activity.
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Growth outlook
Structure of GDP growth

Source: national statistical offices, Eurostat, Macrobond, The Investment Institute by UniCredit

● An EU-US trade deal, fiscal stimulus 
in Germany and new FDI investments 
expanding export capacities may 
help to limit the negative drag of net 
exports on growth in 2026. 

● Household consumption will remain 
the key driver of growth, as real wage 
growth remains elevated amid tight 
labour markets and slowing inflation.

● Accelerated absorption of EU funds, 
declining interest rates and 
improving external demand may 
support a pick-up in fixed-investment 
activity.

● Fiscal adjustment needs will likely 
prevent any support to growth from 
public consumption in Romania, 
Slovakia and Hungary.
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Growth outlook
Loosening labour markets, positive but weaker credit impulse 

LABOUR 
SHORTAGE
STANDARDISED, 
AVERAGE FOR 
THE YEAR

HOUSEHOLD 
CREDIT IMPULSE
AS % OF GDP

Source: European Commission, Macrobond, national statistical offices, The Investment Institute by UniCredit

● Labour markets remain generally tight 
amid weak demographic trends.

● Weak external demand and rising 
energy and labour costs are weighing 
on employment in industry, especially 
in Hungary, Czechia and Romania. 
So far, there has been no negative 
spillover into the service sector.

● Declining interest rates are 
underpinning household lending 
growth, but the positive impulse of 
credit flows started to weaken in 
2025.

● The household credit impulse is still 
strengthening in Czechia and Slovakia, 
where rate cuts are compressing 
borrowing costs. In Hungary, a new 
subsidised housing loan program may 
boost lending from September 2025.
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Fiscal outlook
Fiscal and political risks still on the radar

GOVERNMENT BUDGET BALANCE
% GDP

Source: national statistical offices, Eurostat, The Investment Institute by UniCredit

● Political and fiscal risks have stabilised in 
Romania with the approval of fiscal 
measures aimed at lowering the deficit 
from 8.4% of GDP in 2025 to 6.4% in 
2026, but implementation risks remain. 

● Poland is unlikely to implement 
meaningful fiscal-correction steps  before 
the 2027 elections, with the public debt 
ratio continuing on a steeply rising trend.

● The risk of fiscal slippage is also high in 
Hungary, given the tight race for the 
elections in April 2026, which may be 
followed by fiscal correction in 2H26.

● The likely election victory of the populist 
ANO party may lead to a looser fiscal 
stance in Czechia, although risks may 
remain contained. 

● Fiscal deficit is likely to stay close to 5% 
of GDP in Slovakia this year and decline 
only marginally in 2026. 
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Inflation
Fiscal and regulatory measures to add volatility to inflation path

INFLATION
%, YOY

Source: national statistical offices, national central banks, The Investment Institute by UniCredit

● Inflation is close to, but slightly above 
the central-bank target in Czechia and 
in the upper half of the target range in 
Poland. Regulatory price caps may 
compress inflation to close to target in 
Serbia this year.

● Tax hikes related to fiscal adjustment 
are temporarily lifting inflation in 
Slovakia and Romania.

● In Romania, following a supply-driven 
inflation spike in 2025, base effects and 
fiscal tightening may support a sharp 
drop in inflation from 3Q26.

● In Hungary, extended regulatory price 
controls, lower imported inflation and a 
stronger currency might push inflation 
to within the target band in 4Q25, but 
inflation could reaccelerate as price 
controls may be lifted after elections.
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Monetary policy
Rate cuts may continue in Poland and resume in Serbia

POLICY RATE
%

Source: national statistical offices, national central banks, The Investment Institute by UniCredit

● Geopolitical risks and domestic fiscal risks 
will likely keep CEE central banks cautious. 

● CZ: We do not expect additional cuts from 
the CNB in 2025 and a further cut in the 
repo rate to 3.25% in 2026 is still an open 
issue.

● PL: The NBP may cut rates to 4.50% by 
end-2025 and to 3.75% by end-2026, as 
the extension of power price caps and 
softening core inflation opens the door for 
NBP rate cuts.

● HU: The NBH may have room for one 25bp 
cut in late 2025/early 2026 to 6.25%, if 
the fiscal outlook remains under control. 
However, reaccelerating inflation may limit 
room for additional cuts in 2026.  

● RO: We expect the NBR to keep the key rate 
on hold at 6.5% until 2H26, when lower 
inflation will make key rate cuts possible if 
fiscal correction remains on track. 
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Key risks to our forecasts
Risks

↓ German fiscal stimulus and increased defence spending in Europe could have greater-than-expected spillover effects

         Geopolitical risks with potential escalation of the war in Ukraine

↓ Weaker growth in the eurozone if the impact from tariffs is greater than expected and/or the labour market 
deteriorates more than envisaged

↓ EU ban on Russian energy imports and potential punitive import tariffs by the US levied on Russian energy importers 
(Hungary, Slovakia)

↓ Political risks leading to the breakup of the ruling coalition and/or early elections (Poland, Serbia, Romania), fiscal 
risks in the run up to elections (Hungary, Poland)
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Crude oil
Brent slide reflects oversupply concerns

BRENT REMAINS UNDER PRESSURE 
OIL PRICE (IN USD PER BARREL)

Source: Bloomberg, ICE, The Investment Institute by UniCredit

● In recent weeks, Brent has traded in a 
narrow band, mostly hovering around 
USD 67/bbl. So far, tighter sanctions 
by the West on Russia and Iran have 
had only a muted effect on flows, 
although exports from both Russia 
and Iran have been trending lower. 

● While the threat of tougher sanctions 
is looming, OPEC+ is inching toward 
normalisation and non-OPEC 
producers are ramping up output.

● Market reactions to recent geopolitical 
events have been muted or short-
lived, suggesting that pricing is 
increasingly shaped by structural 
dynamics.

● We expect Brent to end the year close 
to USD 65/bbl. It could further soften 
to around USD 60/bbl by end-2026.
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Crude oil
Structural surplus: oil markets face supply-demand recalibration

GLOBAL OIL SUPPLY VS. DEMAND
IN MB/D

Source: IEA, The Investment Institute by UniCredit

● Consumption in advanced economies 
has proven robust, buoyed by lower 
prices, while demand in emerging 
markets remains tepid. 

● OECD oil demand is forecast to 
contract over the winter months due 
to economic uncertainty, seasonal 
factors and rising inventories.

● Global oil supply edged higher in 
August, to a record 106.9mb/d, as 
OPEC+ continues to roll back 
production cuts and output from non-
OPEC+ producers remains near historic 
highs. 

● Total world oil production is expected 
to hit 105.8mb/d this year and 
107.9mb/d by 2026.
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Crude oil
Russian oil no longer indispensable

UNLIKE IN 2022, THE OIL MARKET OPERATES WITH A SUBSTANTIAL SUPPLY CUSHION TODAY
GLOBAL OIL BALANCE (MB/D)

Source: IEA, The Investment Institute by UniCredit

● The Trump administration is targeting 
Russian oil to force the Kremlin into a 
ceasefire agreement in Ukraine. 

● Unlike in 2022, removing Russia’s 
around 4.7mb/d of crude exports 
would likely not trigger a price spike, 
as surplus capacity and inventories 
could absorb this shock. Removing this 
volume from global supply would 
instead largely restore market 
balance.

● The US and the EU have greater 
flexibility to enforce sanctions without 
destabilising oil markets. Targeted 
secondary sanctions on firms actively 
trading Russian oil offer a more-
effective and less-disruptive 
alternative to broad tariffs on China 
and India.
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Natural gas
Gas prices trade near lows for the year

THE TTF GAS PRICE CONTINUED TO FALL THROUGH MOST OF THE SUMMER
EUR/MWH

Source: Bloomberg, The Investment Institute by UniCredit

● TTF prices surged in June during the 
brief Israel-Iran conflict. However, as 
geopolitical risks faded, TTF resumed 
its downward trend throughout the 
summer, trading in a narrow band of 
EUR 31-35/MWh. Concerns about a 
macroeconomic slowdown driven by 
the Trump administration’s trade war 
has further dampened the demand 
outlook. 

● Since the LNG market appears to be 
well supplied, we have revised our 
2025 TTF price forecast down to EUR 
35-40/MWh from 
EUR 40-45/MWh previously, implying 
an average price of around EUR 
33/MWh in 4Q25. 
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Natural gas
EU gas restocking clears major hurdles over the summer

GAS STOCKS HAVE REACHED THE (REVISED) TARGET
EU NATURAL GAS STORAGE (%)

Source: Gas Infrastructure Europe, Bloomberg, The Investment Institute by UniCredit

● Throughout the summer, concerns 
were high that gas stocks in the EU 
were critically low after a cold winter 
in 2024-25. However, muted 
competition for LNG between Europe 
and key Asian importers over the 
summer allowed for restocking to 
occur at relatively low prices. At the 
end of September, inventories had 
reached the (downwardly revised) 
target of 80% of capacity before the 
winter heating season. 

● However, as gas stocks are likely to 
start the 2025-26 heating season at 
lower levels than in the previous two 
years, the need to replenish 
inventories during the summer 2026 
restocking season could be acute 
again.



The Investment Institute by UniCredit    |    Quarterly Updates (02 October 2025)    |    57

MACRO > STRATEGY > CEE > COMMODITY >SUMMARIES > FORECAST >

Commodity Update

Natural gas
Major new supply expected in the coming years

CUMULATIVE LNG CAPACITY ADDITIONS
NAMEPLATE CAPACITY (BCM/YEAR)

Source: IEA, The Investment Institute by UniCredit

● Considerable new LNG capacity is 
expected to come onto the market in 
the coming years, notably from the 
United States and Qatar. While we 
expect declining Russian gas imports 
into the EU in the coming years, 
increased pipeline flows to China is 
easing competition between the EU 
and Asia for LNG. 

● Given the significant supply increase 
that is expected to be available in 
2026 and beyond, we have lowered 
our price forecast for TTF in 2026 to 
EUR 30-35/MWh from EUR 35-
40/MWh previously. However, 
weather remains a critical a variable 
in the gas-price outlook.
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Precious metals
Gold keeps shining, supported by several factors

GOLD STRENGTH MOVES IN LOCKSTEP WITH US DOLLAR WEAKNESS
GOLD SPOT PRICES AND THE US DOLLAR INDEX (DXY)

Source: Bloomberg, The Investment Institute by UniCredit

● Gold prices have surged over 40% 
YTD, driven by a range of factors 
including rate-cut expectations and a 
weaker US dollar, which boosts 
demand from non-US investors and 
supports prices amid anticipated 
continued depreciation.

● Demand remained strong in 1H25, 
supported by rising inflows into 
physically backed ETFs, ongoing 
central bank purchases in emerging 
markets, and persistent retail 
interest—particularly from Asia.

● We maintain a moderately 
constructive outlook, raising our year-
end 2025 forecast to 3,600–3,800 
USD/oz, while noting the possibility of 
a short-term pullback following the 
recent rally.
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Precious metals
Silver: more upside, in tandem with gold

SILVER PRICE IS MOVING IN TANDEM WITH GOLD PRICE
SILVER VS SILVER-GOLD PRICE RATIO

Source: Bloomberg, The Investment Institute by UniCredit
  

● Amid soaring prices for precious 
metals this year, silver has rallied, 
gaining 50% YTD, more than gold 
(40%) and palladium (35%) but 
slightly less than platinum.

● The momentum has been supported 
by: 1. safe-haven flows amid political 
attacks on the Fed, 2. geo-economic 
risks, 3. demand from high-tech 
companies and 4. the diversification of 
safe-haven assets, including central 
banks, which may diversify their 
reserves into silver going forward (so 
far, only central banks in Russia and 
Saudi Arabia are holding silver).

● We are revising our price target from 
USD 35-40/oz and see silver ending 
this year in a range of USD 45-50/oz 
and moving towards USD 55/oz in 
2026 (vs USD 40-45/oz).
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Industrial metals
Steel: volatile prices on the cards

RANGEBOUND MOVE EXPECTED IN STEEL PRICES 
BLACK SEA STEEL VS BLOOMBERG INDUSTRIAL METALS INDEX

Source: Bloomberg, The Investment Institute by UniCredit

● Steel prices are facing volatility risk 
amid the unresolved tariff issues and 
given shifting global demand and 
supply dynamics.

● On the demand side, infrastructure 
spending in Asia and Europe as well as 
demand from defense industries 
should provide support. However, 
weaker overall global economic 
growth and construction activity in 
China are limiting upside potential. 
Supply conditions remain tight, with 
production cuts in some regions 
balancing out excess inventories 
elsewhere. 

● Overall, while steel prices are facing 
volatility risk in the short term, easier 
Fed policy and firmer growth should 
support the steel market in 2026.
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Industrial metals
Copper: navigating tariffs amid tight supply and rising demand

COMEX PREMIUM FALLS FROM 30% TO CLOSE TO 0% 
COPPER PRICES (USD/T) AND PREMIUM (%) ON DIFFERENT MARKETS

Source: Bloomberg, The Investment Institute by UniCredit

● The Comex copper premium collapsed 
from 30% to nearly 0% after the US 
revised its tariff plan to exclude raw 
copper materials, reversing a surge 
driven by inventory buildup following 
the initial announcement.

● Copper supply remains tight, as regional 
disruptions and slow global production 
growth are limiting availability. On the 
other hand, inventories remain low, and 
tariffs may turn the Comex stock build-
up into drawdowns.

● Against this backdrop, a weak USD and 
further Chinese stimulus support our 
constructive view on copper. After the 
recent rally, we expect a market 
correction, with LME prices likely to stay 
in the range of USD 9,800–10,000/t 
by year-end, with the risk tilted to 
the upside.
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Industrial metals
Aluminium: supply strains and tariff pressure meets steady demand

MIDWEST PREMIUM STEADY NEAR RECENT HIGHS
ALUMINIUM PRICES AND PREMIUM AT DIFFERENT MARKETS, USD/T

Source: Bloomberg, The Investment Institute by UniCredit

● LME aluminium prices have retreated to 
around USD 2,600/ton, after surpassing 
USD 2,700 amid concerns of weakening 
demand. 

● Tariffs have pushed the US Midwest 
premium to a record high, reflecting the 
country’s heavy reliance on aluminium 
imports.

● Global aluminium supply remains tight, 
with China’s annual output capped at 45 
million tons and inventories continuing 
to decline.

● Despite the recent retreat, we remain 
constructive on aluminium prices, 
supported by global supply constraints, 
solid demand from Chinese stimulus and 
rising US imports, as well as a weaker 
USD. We maintain our year-end LME 
price forecast of USD 2,600–2,700/t.
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Battery metals
Nickel moves sideways amid high inventories

NICKEL CONTINUES ITS SIDEWAYS TREND
LME NICKEL 3M FORWARD PRICE (USD/MT) AND INVENTORIES (MT)

Source: Bloomberg, The Investment Institute by UniCredit

● The nickel price has continued its 
sideways trend in recent months. LME 
inventories remain high, which 
constitutes another headwind to price 
growth. Indonesia, the leading supplier 
of nickel worldwide, continues to 
prioritise volume growth over price in 
an effort to dominate global nickel 
supply. 

● We expect the nickel price to remain 
rangebound at around USD 15,000-
16,000/mt for the foreseeable future. 
An acceleration in BEV demand in the 
future (notably outside China, where 
sales are already strong) could tighten 
the supply-demand balance, especially 
if countries raise monetary incentives 
for BEV adoption. 
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Battery metals
Lithium price boosted by short-term supply constraints 

LITHIUM PRICE ROSE SUDDENLY AFTER CHINESE MINE DISRUPTION
EUROPE VS. CHINA LITHIUM CARBONATE 99.5%, USD/MT

Source: SMM International., Asian Metal Inc., Bloomberg, The Investment Institute by UniCredit

● In August, there was a brief spike in 
the lithium price in China as some 
mining capacity was closed, which 
threatened to constrain supply. 
However, by September, prices had 
eased substantially as it became clear 
that China was not moving to curtail 
lithium production. European pricing 
did not see the same price volatility 
given its less-liquid trading 
environment. 

● We expect lithium prices to move 
closer to the lows for the year 
(USD 8,500-9,000/mt), as supplies 
appear to be ample currently. We 
believe that a structural increase in 
BEV demand would be required to 
support meaningfully higher prices in 
the medium term.
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Battery metals
Cobalt price driven by export restrictions

COBALT PRICE SUPPORTED BY THE DRC’S EXPORT RESTRICTIONS
USD/LB

Source:  Fastmarkets, Bloomberg, The Investment Institute by UniCredit

● The Democratic Republic of Congo 
(DRC), which is the largest producer of 
cobalt worldwide,  implemented an 
export ban on cobalt in February. This 
led to a surge in prices that persisted 
through the summer. In September, 
the DRC announced that it would 
replace the ban with export quotas 
that will limit future supply in an 
effort to prop up prices.

● We expect cobalt prices to decline in 
the coming months toward USD 12-
13/lb as supply increases, although we 
do not expect the lows from the 
beginning of 2025 to be reached. Over 
the medium term, we expect 
additional cobalt supply, notably from 
Indonesia, to remain a headwind to 
price growth. 
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Macro
GDP, CPI and budget balance

Real GDP 
% Y/Y

Consumer prices 
% Y/Y

Budget balance 
% of GDP

2024 2025 2026 2024 2025 2026 2024 2025 2026
Global 3.3 3.0 3.0
US 2.8 2.0 2.1 2.9 2.8 3.0 -7.3 -6.7 -7.7
Eurozone 0.9 1.2 0.9 2.4 2.1 1.8 -3.1 -3.5 -3.4

Germany -0.5¹ 0.1¹ 1.3¹ 2.2 2.1 1.7 -2.8 -3.0 -3.3
France 1.2 0.7 0.9 2.0 1.0 1.2 -5.8 -5.4 -5.0
Italy 0.5 0.5 0.8 1.0 1.7 1.6 -3.4 -3.2 -2.9
Spain 3.4 2.8 1.9 2.9 2.7 2.2 -3.2 -2.5 -2.3

UK 1.1 1.4 1.1 2.5 3.4 2.2 -5.7 -4.5 -3.8
China 5.0 4.8 4.1 0.6 0.9 1.8 -7.4 -7.6 -7.7
Japan 0.2 0.9 0.7 2.7 2.8 1.9 -3.5 -3.4 -3.0
India 6.5 6.4 6.4 4.7 4.2 4.1 -7.4 -6.9 -7.2

Source: The Investment Institute by UniCredit
1. Non-WDA figures. Adjusted for working days: -0.5% (2024), 0.2% (2025) and 1.0% (2026)

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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Macro
Central Banks Watch

Current 4Q25 1Q26 2Q26 3Q26 4Q26

Fed 4.25 4.00 4.00 3.75 3.75 3.75
ECB 2.00 2.00 2.00 2.00 2.00 2.00
BOE 4.00 3.75 3.50 3.25 3.00 2.75
BoJ 0.50 0.75 1.00 1.00 1.00 1.00
Riksbank 1.75 1.75 1.75 1.75 1.75 1.75
Norges Bank 4.00 3.75 3.50 3.50 3.50 3.50 

Source: The Investment Institute by UniCredit
Note: Figures are end-of-period

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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Strategy
Interest rate and yield

30.09.25 4Q25 1Q26 2Q26
Eurozone Depo rate 2.00 2.00 2.00 2.00

3M Euribor 2.03 2.00 2.00 2.00
2Y Schatz 2.02 2.05 2.10 2.10
10Y Bund 2.71 2.75 2.80 2.85
2Y EUR swap 2.16 2.20 2.25 2.25
10Y EUR swap 2.68 2.75 2.85 2.90
10Y Bund-swap spread -3 0 5 5
2Y BTP 2.25 2.25 2.30 2.30
10Y BTP 3.54 3.65 3.70 3.75
10Y BTP-Bund spread 82 90 90 90

US Fed funds rate 4.25 4.00 4.00 3.75
3M OIS SOFR 3.97 3.85 3.81 3.60
2Y UST 3.60 3.75 3.70 3.70
10Y UST 4.14 4.40 4.40 4.40
10Y UST-Bund spread 142 165 160 155

Source: Bloomberg, The Investment Institute by UniCredit

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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Strategy
FX and risky assets

30.09.25 4Q25 1Q26 2Q26

EUR-USD 1.17 1.20 1.20 1.21

USD-JPY 149 144 143 142

EUR-JPY 174 173 172 172

GBP-USD 1.34 1.33 1.32 1.32

EUR-GBP 0.87 0.90 0.91 0.92

USD-CNY 7.12 7.13 7.12 7.10

EUR-CNY 8.35 8.56 8.54 8.59

Source: Bloomberg, S&P Global, The Investment Institute by UniCredit

Closing 30.09.25 End-2025 Mid-2026

Oil
Brent USD/bbl. 68 65 62.5

Equities
Euro STOXX 50 5,507 5,600 5,750
STOXX Europe 600 556 565 590
DAX 23,745 25,000 26,000
MSCI Italy 111 112 115
S&P 500 6,661 6,700 7,200
Nasdaq 100 24,611 25,000 26,000

Credit
iBoxx Non-Financials Senior 77 95 90
iBoxx Banks Senior 71 95 87
iBoxx High Yield NFI 259 310 300

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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CEE
GDP, inflation and current account balance

Real GDP 
% change

CPI, EoP 
% change

C/A balance 
% GDP

2024 2025F 2026F 2024 2025F 2026F 2024 2025F 2026F
EU-CEE 2.0 2.2 2.4 3.4 4.0 3.2

Bulgaria 2.8 3.7 3.7 2.2 5.3 3.3 -1.8 -2.4 -2.7
Croatia 3.9 3.1 3.2 3.4 3.0 2.5 -1.2 -1.8 -2.2
Czechia 1.1 2.2 1.8 3.0 2.7 2.4 1.7 2.0 2.4
Hungary 0.5 0.5 2.4 4.6 3.8 5.3 2.2 1.4 1.5
Poland 2.9 3.2 3.0 4.7 3.0 2.7 0.0 -0.7 -0.7
Romania 0.8 0.6 1.5 5.1 9.6 4.5 -8.4 -8.8 -8.3
Slovakia 2.1 0.8 1.5 2.9 4.2 3.6 -2.8 -3.5 -2.4
Slovenia 1.6 0.7 2.2 1.9 2.1 2.0 4.4 2.7 2.7

Bosnia and Herz. 2.5 2.5 3.0 2.2 3.5 2.0 -4.2 -4.0 -3.9
Serbia 3.9 2.5 3.4 4.3 3.5 3.4 -4.6 -5.1 -5.1

Source: National statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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CEE
Basic balance, external debt and budget balance

Extended basic balance 
% GDP

External debt 
% GDP

Budget balance 
% GDP

2024 2025F 2026F 2024 2025F 2026F 2024 2025F 2026F
EU-CEE

Bulgaria 1.5 3.6 4.1 47.4 50.1 51.2 -3.0 -3.0 -3.0
Croatia 2.2 3.7 3.7 65.6 63.4 61.6 -2.4 -2.5 -2.5
Czechia 2.8 3.2 3.5 65.4 63.8 64.4 -2.2 -2.3 -2.7
Hungary 2.9 2.8 5.5 125.6 120.3 110.7 -4.9 -4.8 -5.2
Poland 1.7 2.2 5.4 52.1 51.5 50.0 -6.6 -6.9 -6.5
Romania -5.7 -5.4 -4.7 57.5 57.6 59.4 -9.3 -8.4 -6.4
Slovakia -1.1 -2.4 -1.0 100.3 98.3 95.7 -5.3 -5.0 -4.6
Slovenia 6.7 5.2 5.1 88.5 88.4 87.7 -1.0 -2.6 -2.8

Bosnia and Herz. 0.2 0.2 0.2 17.8 17.4 17.2 -1.6 -2.5 -2.0
Serbia 1.0 -1.0 -0.8 60.5 59.1 57.7 -2.0 -3.1 -3.0

Source: national statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01
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CEE
Government debt, policy rate and exchange rate

Government debt 
% GDP

Policy rate 
%

FX vs. EUR EoP

2024 2025F 2026F 2024 2025F 2026F 2024 2025F 2026F
EU-CEE

Bulgaria 23.6 27.6 30.2 - - EUR 1.96 1.96 EUR
Croatia 57.6 55.6 54.8 EUR EUR EUR EUR EUR EUR
Czechia 43.3 43.6 44.4 4.00 3.50 3.25 25.2 24.8 24.8
Hungary 74.1 74.4 73.2 6.50 6.25 6.25 411 393 403
Poland 55.3 59.0 63.0 5.75 4.50 3.75 4.27 4.30 4.35
Romania 54.8 62.1 66.2 6.50 6.50 5.50 4.97 5.07 5.15
Slovakia 59.3 61.7 62.7 EUR EUR EUR EUR EUR EUR
Slovenia 67.0 65.0 64.0 EUR EUR EUR EUR EUR EUR

Bosnia and Herz. 32.8 33.2 33.2 - - - 1.96 1.96 1.96
Serbia 47.5 46.9 46.5 5.75 5.25 4.75 117.0 117.2 117.3

Source: national statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit

https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Economics_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FI_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_FX_e.pdf?v=2025_10_01
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/Quarterly/Forecasts_Risky_Assets_e.pdf?v=2025_10_01


The Investment Institute by UniCredit    |    Quarterly Updates (02 October 2025)    |    74

MACRO > STRATEGY > CEE > COMMODITY >SUMMARIES > FORECAST >
Legal 
Notices

GLOSSARY
Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/glossary.

MARKETING COMMUNICATION
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and UniCredit Bank GmbH (hereinafter jointly referred to as the 
“UniCredit Group”) is addressed to the general public and is provided free of charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit 
Group or, even less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an investment research or financial analysis 
since, in addition to the lack of content, it has not been prepared in accordance with legal requirements designed to promote the independence of investment research, and it is not subject to any 
prohibition on dealing ahead of the dissemination of investment research.
UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or transactions detailed herein. Relevant disclosures of interests and 
positions held by UniCredit Group are available at: https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. Any estimates and/or assessments contained in 
this publication represent the independent opinion of the UniCredit Group and, like all the information contained therein, are given in good faith on the basis of the data available at the date of 
publication, taken from reliable sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and truthfulness of which the 
UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assessments in a completely autonomous and independent 
manner, relying exclusively on their own considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. Investment 
involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also be noted that:  
1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.
2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly according to changes in exchange rates and have an 

undesirable effect on the profitability of the investment.
3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the event of bankruptcy of the issuer, the investor may lose the 

entire capital.
4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at the time of sale up to the entire capital invested.
5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable information on their value.
6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of the customer and may be subject to change in the future.
7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.
8. Diversification does not guarantee a profit or protect against a loss. 
The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this document, including, but not limited to, damages due to losses, 
lost earnings or unrealised savings. The contents of the publication – including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group 
unless otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not allowed to reproduce its contents, in whole or in part, 
on any medium, copy them, publish them and use them for commercial purposes without prior written authorisation from UniCredit Group unless if purposes of personal use only.
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